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Dear  S i r  o r  Madam: 

We have c o n s i d e r e d  your  a p p l i c a t i o n  f o r  recognition o f  exempt l cn  from 
Federa l  income tax  unde r  t h e   provision^ of s e c t i o n  50 1 ( c )  (7)' of  t h e  internal 
Revenue Code o f  1954 and its a p p l i c a b l e  Income Tax Rsgu la t ionn ,  

The a p p l i c a t i o n  d i s c l o s e d  t h a t  * *  ********  *****  owns a l l  real  p r  > p e r t y ,  
l a n d  and b u i l d i n g s ,  and t h a t  i t ' s  s o l e  a c t i v i t y  is ' h o l d l r g  t h e  t i t l e  t o  t h e  real 
p r o p a r t y  rind making c a p i t a l  improvements  a s  needed.  

- - ,' 
The pu rpo ra  c l a u s e  i n  t h e  a r t i c l e s  o f  i n c r > r p o r a t i o n  p r o v i d e s  f o r  you go 

a c q u i r e ,  own, l e a s e ,  manage nnd o p e r a t e  t h e  lanc'a, o lubhouse  and o t h e r  p r o p e r t y  
f o r  hun t in&,  f i s h i n g ,  camping and o t h e r  recreational p u r p o s e s  i n  a manner n o t  
i n v o l v i n g  a p r o f i t  f o r  i t 8  memberehip. 

**********  s h a r o s  of' ******** * * * * e  s t o c k  have  been s o l d ,  and t h e s e  
********** s h a r e h o l d e r s  a r e  t t . 3  members o f  a  c l u b  f o r i ~ e d  i n  acoo rdance  w i t h  t h e  
By-laws and C o n s t i t u t i o n  f o r  t h e  c o n t r o l  and management o f  t h e  c * * * * 
a c t i v i t i e ~ .  The c l u b  i s  a sepa ra t , e ly  formed a s s o c i a t i o n  c a l l e d  * *  ********  
*****  ***  . 

The b e n e f i t s  and p r i v i l e g e s  of c l u b  membership are t h e  u s e  of t h e  g rounds  
and enjoyment  of t h e  c lubhouse  when i t  is open t o  serve g u e s t s .  A p l u r a l  
mez!ership c a r d  e n t i t l e s  t h e  member t o  b r i n g  i n  g u e s t a .  t o  t r a n s f e r  eaoh  y e a r  
h i s  t,\;;--ting r i g h t s  t o  d i r e c t ,  l i n e  d e s c e n d a n t s .  a  b r o t h e r  or sister, and t o  
h u n t ,  f i s h ,  snQ t r a p  on t h e  p r o p e r t y .  Cabin. t r a i l c r  and t e n t  c a a p i n g  s i t e s  are 
available upotl r e q u e s t .  

S e c t i o n  501 ( 0 )  ( 7 )  o f  t h e  Code p r o v i d e s  f t t r  t h e  exempt ion  from F e d e r a l  
i n c o a e  tax o f  c l u b s  o r g a n i z e d  f o r  p l e a s u r e ,  r r c r e a t i o n ,  and 3 t h e r  n o n p r o f i t a b l e  
purposes, a u b s t ~ n t i a l l y  a l l  o f  t h e  a c t i v i t i e s  o f  which a r e  f o r  such  p u r p o s e s  and 
no part o f  tho n e t  e a r a i n g s  of which i n u r e a  t o  t h e  b e n e f i t  o f  any p r i v a t e  
s h a r e h o l d e r .  
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S e c t i o n  1 .501(c) (7- ) - l (a )  of  t h e  Regu la t ionn  e t a t e s  t h a t  t h e  exempt ion  
p rov ided  by ~ e c t i o n  501'a) of  t h e  Code f o r  an o r g a n i a a t i o n  d e e c r i b e d  i n  - 
s e c t i o n  501(c) ;7)  o f  t n r  Code a p p l i e e  on ly  to  c l u b s  which a r e  o r g a n i t e d  and 
o p e r a t e d  e x c l u s i v e l y  f o l  p l e a s u r e ,  r e c r e a t i o n ,  and o t h e r  n o n p r o f i t a b l e  
purpoaes ,  bu t  does n o t  apply  t o  any c l u b  i f  sny p a r t  of i t e  n e t  e a r n i n g s  inure 
t o  t he  b e n e f i t  of any p r i v n t e  eha reho lde r .  I n  g e n e r a l ,  t h i e  exemption e x t e n d s  
t o  s o c i a l  and r e c r e a t i o n  c l u b s  which a r e  euppor ted  s o l e y  by membership f e e s ,  
d u e s  and a s ses smen t s .  N m e v e ~ ,  a  c l u b  o t b e r w i e e  e n t i t l e d  t o  exemption w i l l  
no t  be d i s q u a l i f i e d  because  i t  r a i e e s  revenue from members t h rough  t h e  v - e  of 
c l u b  f a c i l i t i e s  o r  i n  connec t ion  w i t h  c l u b  activities. 

Revenue Rul ing  55-716, 1955-2 C.B.263. - 
An o rgan i . za t ion  formed f o r  t h e  purpose of f u r n i s h i n g  f a c i l i t i e s  

( t e l e v i s i o n  an tenna  s e r v i c e )  t o  i t s  members was n o t  e n t i t l e d  t o  be exempt 
under '  ~ e c t i o n  5 0 1 ( c ) ( 7 )  of t h e  Code, because  i t  was a o t  a  c l u b  o r g a ~ ~ i z e d  
e x c l u s i v e l y  f o r  p l e a s u r e ,  r e c r e a t i o n ,  and o t t e r  nonprof i t a b l e  p u r p o w a .  

Revenue R u l i n c O - 3 2 ,  1973-1 C.B.  132. - 
A f l y i n g  c l u b  which provided  economical  f l y i n g  f a c i l i t i e s  f o r  i t a  members 

vns  no t  exempt a s  a s o c i a l  c l u b  bccauee  they  d i d  n o t  have  a n  o r g a n i z e d  s o c i a l  
and r e c r e a t i o n  program, 

Rn8ed on t h e  a v a i l a b l e  i n f o r m a t i o n ,  i t  i e  our o p i n i o n  t h a t  you do n o t  
q u a l i f y  f o r  exemption from Fede ra l  income t a x  under  t h e  p r o v i e i o n s  of s e c t i o n  
5 0 1 ( c ) ( 7 )  of t h e  Code because you a r e  n o t  o rgan ized  o r  o p e r a t i n g  f o r  t h e  
purpose  of R ~ o c i a l .  c lub .  *** ******** *****  o r g a n i z a t i o n  i s  mere ly  an  e n t i t y  
t o  h o l d  t i t l e  t~  and m a i n t a i n  t h e  r e a l  e s t a t e .  Membership e n t i t l e s  each  
n~f.rliher t o  j o i n  t h e  ********  ***** ***   which may o r  may n o t  be a  s o c i a l  c l u b  
w i t h i n  t h e  d e f i n i t i o n  of s e c t i o n  5 0 1 ( c ) ( 7 )  of t h e  Code. A s o c i a l  c l u b  i~ a 
group o f  i n d i v i d u a l s  who have jo ined  t o g e t h e r  f o r  t h e  pu rposes  of  ~ o c i a l i z i n g  
w i t h  ~ a c h  o t h e r  f o r  t h e i r  p l e a s u r e  and r e c r e a t i o n .  I n  t h e  r u l i n g s  c i t e d  above 
t h e  o r g a n i z a t i o n s  were determined n o t  t o  be exempt b c c a u ~ e  they  l acked  the 
docin1 purposes  and comingling of i t n  members. 

Cvnu idc ra t ion  vae  g iven  t o  whr the r  you q u n l i f y  f o r  exemption unde r  o t h e r  
~ u b ~ e c t j o n s  of s e c t i o n  501(c ;  jf t h e  Code and we have concluded t h a t  you a o  
n o t .  

A P  your  o r g n n i 7 a t i o n  has  no t  e s t a b l i s h e d  exemption from F e d e r a l  income 
t a x ,  i t  w i l l  he  necef imry  f o r  you t o  f i l e  an  annua l  iscome t a x  r e t u r n  on Form 
; 12d0 

T f  you a r e  i n  agreement w i t h  our  proposed d e n i a l ,  p l e a s e  s i g n  and r e t u r n  
one copy of t h e  e n c l o s e d  E'cjrm 6018,  Ccnoent t o  Proposed Adverse Ac t ion .  
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You have t h e  r i g h t  t o  p r o t e s t  t h in  proposed determinat ion i f  you b e l i e r e  
t h a t  i t  i e  i nco r r ec t .  To .pro tee t ,  you should rubmit a  w r i t t e n  appeal  g i v i n t  
t h e  f a c t s ,  low and o t h e r  informat ion t o  eupport your p o s i t i o n  as  explained i i -  

' 

t h e  enclosed Pub l i c a t  ion 892 (Rev. 7-83), "Ikesnpt Organizat ions  Appeal 
Procedures f o r  Unagreed Iseues". The appeal must be rutnnitted w i t h i n  30 days 
from t h e  d a t e  of t h i s  l e t t e r  and-'muet be eigned by one of your p r i n c i p a l  
o f f i c e r s .  You must request  a  hear ing v i t h  a member of t h e  o f f i c e  of t h e  
Regional Di rec tor  of Appeals when you f i l e  your appeal.  I f  a  hear ing  i s  
requested,  you w i l l  be contacted t o  a r range  a d a t e  f o r  i t .  The hear ing  may be 
held  a t  t he  Regional Of f ice ,  o r ,  i f  you r eques t ,  st any mutually convenient 
D i s t r i c t  Of f ice .  If you Are t o  he represented by eomeone who i s  no t  one of 
your p r i n c i p a l  o f f i c e r s ,  h e  must f i l e  a  proper p m e s  of at:oruey and o t h e w i s e  
q u a l i f y  under our Conf ercqce and P r a c t i c e  Requirements a8 s e t  f o r t h  i n  Sec t ion  
601.502 of the  Statement of Procedural  Rules. See Treasury Department 
C i r cu l a r  No. 230. 

I f  we do not henr from you w i th in  t h e  time spcc i f  i ed ,  t h i s  will become 
our f i n e ) .  determi.nati.on. 

S incere ly  Yours, 

*** ******** ** ******  
*********** ******** 

***** *** ***  
D i s t r i c t  Directa :  

Lnclosurcs:  2 




